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proposed that when the total income, earned and unearned, did not 1907
exceed £2000, the earned part of it should not pay more than nine-    ge
pence. There was the expected objection that income from invested
savings also was earned and ought to share the benefit.  The answer
was that the difficulty of tracing investments back to their origin
was insurmountable, but that this ought not to prevent the dis-
tinction being made, as it could easily be, for the earned part of the
yearly income.   Time and custom have long sanctioned this part of
the British fiscal system and it has since been adopted by several
other countries.
Most important of all in Asquith's mind, he now saw his way
to the starting of Old Age Pensions in the following year. The
previous year had shown a realised surplus of £5,400,000, and on
the same basis of taxation the estimated surplus for the current
year (1907-1908) was £4,000,000. This ordinarily would have
justified larger remissions of taxation than the £2,000,000, which
the allowance on earned incomes was estimated to cost. But instead
of remitting taxation Asquith proposed to keep the balance in
hand, or to speak strictly, to apply it to the Sinking Fund for the
current year only, and to earmark it together with sundry other
sums, such as the yield from a slight increase in death duties, for
Old Age Pensions in the following years.
This cautious approach to the finding of a few millions for what
the Government had declared to be an extremely urgent purpose
may well seem unheroic to the daring financiers of later days, but
it was in the spirit of the times, and no part of Asquith's Budget
speech was more warmly approved than that in which he preached
the necessity of foresight and continuity from year to year in
financial policy. In 1907 he was looking ahead to yet another task
which he assigned himself for the following year, and that was, as
he told the House, to " sweep away root and branch " the whole
system by which assigned revenue, the proceeds of Imperial taxes
were intercepted from the Exchequer and handed over to local
authorities; and to substitute for it the payment of equivalent
grants based on the existing receipts but not dependent on or
absorbing the yields of particular taxes. To release the Treasury
from this bondage Asquith held to be imperative, and his achieve-
ment of that object may be reckoned still as one of his principal
contributions to Treasury practice.
The speech in which these plans were developed waa hailed as a
masterly performance. The House was packed; the Prince of
Wales sat "over the clock," the usual crowd of experts

